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POSTAL  SERVICE 
39  CFR  Part  111 

Preparation  of  Penalty  Mail 

agency:  Postal  Service. 
achon:  Proposed  rule. 

summary:  The  Postal  Service  proposes 
revising  Domestic  Mail  Manual  sections 
137.2  through  137.5  to  eliminate  sampling 
as  a  method  of  determining  equivalent 
postage  for  Federal  Government  penalty 
mail  and  to  require  use  of  “direct 
accountability”  methods  to  provide 
actual,  verihable  records  of  postage  use 
for  all  penalty  mail.  This  revision  also 
eliminates  the  “standard  penalty 
indicia”  currently  used  for  penalty  mail 
that  must  be  sampled  or  otherwise 
counted  by  the  sending  agency.  Minor 
editorial  revisions  have  also  been 
proposed  in  a  number  of  sections. 

DATES:  Comments  on  this  proposal  must 
be  submitted  on  or  before  May  26, 1992. 
ADDRESSES:  Mail  or  deliver  written 
comments  to  the  General  Manager, 
Official  &  International  Mail  Accounting 
Division,  U.S.  Postal  Service,  475 
L'Enfant  Plaza  SW.,  room  8800, 
Washington,  DC  20260-5230.  Copies  of 
written  comments  received  will  be 
available  for  public  inspection  and 
photocopying  between  9  a.m.  and  4  p.m., 
Monday  through  Friday,  at  the  above 
address. 

FOR  ADDITIONAL  INFORMATION  CONTACT. 

Thomas  E.  Dale,  Jr.  (202)  268-3332. 
SUPPLEMENTARY  INFORMATION:  Penalty 
mail  is  official  mail,  other  than  franked 
mail  sent  by  Members  of  Congress  and 
others  specified  by  statute,  which  is 
authorized  by  law  to  be  transmitted  in 
the  mail  without  prepayment  of  postage. 
39  United  States  Code  (U.S.C.)  3201(1). 

By  law.  Federal  agencies  authorized  to 
use  penalty  mail  must  pay  the  Postal 
Service  “the  equivalent  amount  of 
postage  due,  as  determined  by  the 
Postal  Service,  for  matter  sent  in  the 
mails  by  or  to  them  as  penalty 
mail  *  *  *"  39  U.S.C.  3206(a). 

Equivalent  postage  is  the  amount  an 
agency  would  pay  if  it  were  prepaying 
its  postage  as  other  Postal  Service 
customers  do.  Agencies  reimburse  the 
Postal  Service  in  excess  of  $900  million 
annually  for  the  use  of  penalty  mail. 

These  statutory  provisions  do  not 
prescribe  the  means  by  which 
“equivalent  postage"  is  to  be 
determined.  In  accordance  with  its 
statutory  duties  and  responsibilities,  the 
Postal  Service  currently  authorizes  four 
methods  for  determining  the  postage 
incurred  by  users  of  penalty  mail.  See  39 


U.S.C.  403(c),  404(a)(2),  404(a)(4),  2601, 
and  3201-3209. 

1.  Direct  Accountability.  This  method 
uses  a  variety  of  mailing  systems  and 
procedures  that  provide  verifiable 
records  of  postage  either  on  each 
mailpiece  or  separate  documentation 
generated  and  verified  at  the  time  of 
mailing  or  delivery.  These  methods 
include  the  penalty  mail  versions  of  the 
mailing  systems  used  by  other  mailers, 
e.g.,  postage  meters,  stamps,  permit 
imprint,  and  Business  Reply  Mail.  Unlike 
the  versions  of  these  systems  used  by 
other  mailers,  the  penalty  mail  versions 
do  not  require  prepayment  by  cash  or 
check  when  postage  meters  are  set, 
stamps  are  purchased,  permit  imprint 
mailings  are  accepted,  or  Business  Reply 
Mail  is  delivered.  Instead,  agencies  are 
billed  for  these  activities  based  on 
transaction  data  input  into  the  Official 
Mail  Accounting  System  (OMAS). 
Currently,  105  agencies  use  direct 
accountability  as  the  basis  to  pay  their 
total  postage  bill.  In  addition,  the  Postal 
Service  requires  direct  accountability 
for  all  agencies  when  mailings  are  made 
at  discount  rates  or  by  an  agency 
contractor  and  when  an  agency  wishes 
to  pay  postage  for  a  response  by  using 
reply  mail.  Approximately  63  percent  of 
all  penalty  mail  revenue  in  FY  1991  was 
determined  by  direct  accountability. 

2.  Agency  Sampling.  This  method 
requires  agencies  (1)  to  count  all  routine 
administrative  mail  for  4  weeks  during 
the  year  on  dates  specified  by  the  Postal 
Service  or  use  other  sampling 
procedures  approved  by  the  Postal 
Service:  (2)  to  maintain  daily  records  of 
volume  and  postage  throughout  the  year 
for  other  categories  of  mail  such  as 
those  using  a  mailing  list  with  50  or 
more  addresses,  large  mailings  not  made 
on  a  daily  basis,  international  mail,  and 
certain  special  services;  and  (3)  to  use 
direct  accountability  methods  for 
discount  rate  mailings,  all  mailings 
made  by  a  contractor  for  the  agency, 
and  reply  mail.  The  sample  data  is 
adjusted  to  represent  a  full  year  and 
added  to  the  annual  totals  of  the  actual 
count  mailings  and  direct  accountability 
charges  from  OMAS  to  determine  total 
postage  due.  Postage  for  112  agencies  is 
determined  by  agency  sampling.  All 
agencies  using  this  method  of  sampling 
are  required  to  use  the  standard  penalty 
indicia  format  (as  shown  in  Exhibit 
137.272a(l)  of  the  Domestic  Mail 
Manual)  on  their  mail. 

3.  Postal  Service  Sampling.  This 
method  requires  the  Postal  Service  to 
determine  equivalent  postage  through  a 
sampling  system  used  to  determine 
revenue,  volume,  and  weight  of  all  mail 
by  classification.  The  Postal  Service 
randomly  samples  standard  penalty 


indicia  mail  (i.e.,  mail  on  which  postage 
cannot  be  assessed  by  methods  of  direct 
accountability)  using  a  sampling  code  on 
envelopes  and  labels  to  identify  the 
sending  agency.  Estimates  from  this 
system  are  developed  quarterly  for  each 
agency  and  are  used  to  bill  certain 
agencies  for  their  standard  indicia  mail. 
Charges  for  direct  accountability 
mailings  by  these  agencies  are  based  on 
data  from  OMAS.  Five  agencies  are 
billed  based  on  Postal  Service  sampling. 
All  agencies  using  this  method  of 
sampling  are  required  to  use  the 
standard  penalty  indicia  format  (as 
shown  in  exhibit  137.272a(l)  of  the 
Domestic  Mail  Manual)  on  their  mail. 

4.  Inventory  Accounting  System.  This 
method  determines  equivalent  postage 
through  inventory  accounting  that 
requires  the  agency  to  establish  a 
system  for  charging  postage  on 
envelopes  and  labels  when  issued  to 
each  using  office.  System  controls,  rates 
to  be  charged,  and  procedures  for 
crediting  unused  envelopes  and  labels 
must  be  approved  by  the  Postal  Service. 
Postage  for  mailings  requiring  direct 
accountability  is  determined  from 
billings  generated  by  OMAS.  Two 
agencies  are  currently  using  envelope 
inventory  systems.  All  agencies  using 
this  method  of  sampling  are  required  to 
use  the  standard  penalty  indicia  format 
(as  shown  in  exhibit  137.272a(l)  of  the 
Domestic  Mail  Manual)  on  their  mail. 

The  Postal  Service  proposes  to  require 
the  use  of  direct  accountability  methods 
for  all  penalty  mail  no  later  than 
October  1, 1992,  in  order  to  ensure 
accurate  and  timely  collection  of 
postage  for  penalty  mail  of  authorized 
Federal  agencies.  This  action  will 
eliminate  methods  2,  3,  and  4  described 
above  for  determining  equivalent 
postage.  As  a  result  of  this  action,  the 
option  to  utilize  the  standard  penalty 
indicia  format  will  be  eliminated  since 
postage  on  such  mailpieces  can  be 
assessed  only  through  sampling.  The 
reasons  for  this  action  are  summarized 
below: 

1.  Greater  accuracy.  Sampling,  even  if 
well  designed  for  the  application  being 
measured,  typically  produces  estimates 
that  vary  from  the  true  value  by  five 
percent  or  more.  However,  the 
procedures  used  for  sampling  penalty 
mail  are  not  designed  to  provide  a  high 
level  of  precision.  This  results  in 
estimates  that  may  vary  substantially 
from  the  correct  equivalent  postage. 

In  addition,  the  Postal  Service  has 
found  that  numerous  errors  occur  in  the 
implementation  of  sampling  procedures. 
Frequent  problems  noted  during  audits 
of  agency  records  include  reporting  of 
identical  mailing  data  for  consecutive 
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years,  duplicate  reporting  of  sample 
results,  failure  to  record  required 
information,  extremely  large  variations 
in  sampled  mail  volume  from  period  to 
period,  failure  to  sample  all  mailing 
locations,  mathematical  errors  in 
computing  sample  results,  and  failure  to 
maintain  records  for  audit.  Many  of 
these  problems  also  apply  to  envelope 
inventory  systems.  The  Postal  Service 
bills  agencies  for  an  additional  $5  to  $6 
million  per  year  for  correction  of 
mathematical  errors  and  omission  of 
reportable  items  noted  during  audits. 

The  actual  amount  by  which  agencies 
underestimate  postage  is  signihcantly 
higher.  However,  audits  cannot  detect 
many  errors,  particularly 
misclassification  of  mail  and  errcmeous 
counts  or  “guesses”  during  the  sample 
periods. 

Based  on  experience  over  a  number  of 
years,  the  Postal  Service  concludes  diat 
sampling  systems  for  assessing  postage 
on  penalty  mail  are  inherently 
inaccurate.  They  are,  therefore, 
unacceptable  for  determining 
reimbursement  in  excess  of  $350  million 
annually.  Development  and  operation  of 
a  properly  designed  sampling  system  for 
penalty  mail  to  correct  these  proMems  is 
not  considered  feasible  and,  in  any  case, 
would  be  prohibitively  expensive. 

While  direct  accountability  methods 
are  not  error  free,  they  provide  two 
important  features  not  available  in 
sampling  that  are  comnton  to  other 
commercial  and  government  Hnancial 
systems:  (1)  Verification  of  accurate 
compensation  by  both  the  agencies  and 
the  Postal  Service  at  the  time  service  is 
provided;  and  t2)  an  audit  trail  that 
permits  both  parties  to  verify  postage 
charges  for  these  services.  These 
essential  features  are  available  for 
penalty  mail  only  when  postage  is  paid 
by  one  of  die  direct  accountability 
methods. 

2.  Timely  account  settlement  and 
management  information.  Effective 
management  of  any  prc^am  requires 
that  financial  data  be  timely  and 
accurate.  For  penalty  mail,  timeliness 
and  accuracy  are  rare  when  sampling 
and  envelope  inventory  83rstems  are 
used.  Agencies,  which  make  provisional 
payments  during  a  fiscal  year  based 
upon  estimates,  generally  do  not  hnow 
their  actual  postage  expenses  as  a  fiscal 
year  progresses.  Final  costs  are  usually 
not  known  until  at  least  6  to  12  months 
after  a  year  ends.  In  sonke  cases,  final 
postage  expenses  may  not  be  known  for 
as  long  as  3  years. 

These  del^s  are  caused  by  two 
factors  dial  characterize  penalty  mail 
sampling  and  envelope  inventory 
systems:  (1)  Late  submission  of  sampling 
results;  and  \Z)  required  Postal  Service 


audit.  For  example,  over  30  percent  of 
agencies  using  sampling  or  envelope 
inventory  systems  did  not  submit  dieir 
FY 1990  annual  documentatitMi  to  the 
Postal  Service  by  the  required  date 
(Decmnber  31  following  the  close  kA  the 
fiscal  year).  Seventeen  agencies  were 
more  toan  3  months  late.  Recently,  there 
have  been  instances  where  the 
submission  of  sampling  results  has  been 
as  much  as  3  years  late.  Once  received, 
a  Postal  Service  nudit  and  dnal 
settlement  may  take  another  6  months  to 
1  year,  depending  upon  the  extent  of  the 
audit  and  die  condition  of  supporting 
records. 

These  delays,  in  addition  to  their 
adverse  impact  upon  the  Postal 
Service's  ability  to  effectively  manage 
the  agency  penalty  mail  programs,  make 
it  difficult  to  obtain  timely  payment  of 
the  legal  amount  of  postage.  I^te 
settlements  can  result  in  substantial 
additional  billings,  with  the  possibility 
of  over-expenditure  of  appropriated 
funds.  Refunds  returned  to  the  agency 
may  also  be  delayed,  with  the  likelihood 
that  the  agency  is  unable  to  use  the 
returned  funds.  These  fined  adjustnmnts 
have  been  as  high  as  $9  million  for  a 
single  agency  and  averaged  9.5  percent 
of  {vovi^nal  payments  in  FY  1989. 
These  adjustments  adversely  impact  the 
agency  budgeting  process  and  Postal 
Service  revenue  forecasting.  Realistic 
postage  estimates  for  future  years  are 
not  possible  if  the  actual  postage  costs 
for  prior  years  are  unknown.  This 
causes  inaccurate  yearly  estimates, 
which  lead  to  a  future  cycle  of 
substantial  additional  billings  or 
refunds.  Thus,  when  delays  in  final 
settlement  continue,  these  problems  can 
be  perpetuated  for  many  years.  For 
example,  one  agency  overpaid  the 
Postal  Service  ^  amounts  ranging  from 
$7.4  to  $8.9  million  per  year  for  3  years 
because  delayed  settle^nts  failed  to 
disclose  si^ifficant  changes  in  its 
annual  usage  of  mail 

In  contrast,  direct  accountability 
provides  data  for  actual  postage  costs  to 
agencies  on  a  quarterly  basis,  permitting 
them  to  monitor  their  penalty  mail 
expense  during  the  year  and  to  adjust 
provisional  payments  as  necessary.  It 
also  provides  timely  final  billings  for  a 
fiscal  year.  For  FY  1991,  fourth  quarts* 
data  for  agencies  on  total  direct 
accountability  was  available  in  late 
October  1991,  and  final  bills  for  these 
agencies  were  mailed  during  November. 
The  comparison  with  performance  for 
sampling  agencies  described  earlier  is 
significant.  With  changes  the  Postal 
Service  is  currently  developing  to 
produce  accurate  financial  data  at  the 
time  of  the  transaction,  the  Postal 
Service  expects  further  improvements  in 


die  timeliness  of  billing  statements  to 
agencies  using  direct  accountability 
methods  of  postage  payment 

3.  Less  employee  confusion.  Some 
agencies  have  totally  converted  to  direct 
accountability,  and  others  use  a 
combination  of  direct  accountability  and 
sampling.  Both  agency  and  Postal 
Service  employees,  however,  are  often 
confused  by  the  requirements  for 
penalty  mail  because  of  these  multiple 
and  mixed  systems.  This  confusicm 
sometimes  causes  Postal  Service 
employees  to  misinform  agencies  or 
agency  employees  about  correct  mailing 
procedures,  llus  has  led  to  delays  in  the 
delivery  of  mail  or  other  service 
problems.  In  addition,  some  employees 
of  both  the  Postal  Service  and  agencies 
continue  to  believe  the  "standard 
penalty  indicia”  used  with  sampling  and 
inventory  systems  are  free  because  they 
see  no  evidence  that  postage  is  paid. 
Consequendy,  they  may  not  give  the 
mail  the  service  it  should  have  or 
properly  consider  the  financial 
consequences  of  using  a  particular 
service. 

The  use  of  the  direct  accountability 
methods  by  all  agencies  will  eliminate 
this  confusion  and  enable  the  Postal 
Service  to  improve  service  to  all  Federal 
Government  customers.  As  they  use 
direct  accountability  procedures,  agency 
employees  will  develop  an  awareness  of 
actual  postage  costs  and  become  better 
able  to  assist  their  agencies  in 
efficiently  using  postal  services. 

4.  Improved  mail  management. 
Effective  mail  management  benefits  die 
Postal  Service  and  Federal  agencies.  A 
primary  benefit  for  the  Postal  Service  is 
the  increased  use  of  discounted  services 
such  as  presort  and  barcoding,  resulting 
in  more  efficient  maH  handling  and 
delivery.  Hie  benefit  to  the  agencies  is 
lower  postage  bills  and  unproved 
service.  At  present,  penalty  mail  users 
are  lagging  substantially  behind 
commercial  mailers  in  ^  use  of 
discounted  services.  Fm:  example,  only 
18  percent  of  Official  First-Cbss  Mail 
(other  than  checks)  is  firesorted 
compared  to  30  percent  of  First-Class 
Mail  deposited  by  other  Postal  Servioe 
customers,  in  fact,  use  of  ZIP-f  4  and 
ZIP-«-4  barcode  discounts  for  penalty 
mail  is  minimal  anumg  agenmes. 

This  comparatively  low  use  of 
postage-reducing  options  by  penalty 
mail  users  may  stem  from  the 
centralization  of  budgeting  and 
accountability  of  penalty  mail  expenses 
at  the  agency  Headquarters  level.  If  the 
local  agency  offices  where  mailings  arc 
generated  are  not  held  accountaide  for 
postage  costs,  managers  do  not  have  an 
incentive  to  use  cUscounted  rales. 
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particularly  if  they  are  not  credited  with 
the  savings  and  their  efforts  to  reduce 
postage  may  generate  other  expenses 
for  which  they  are  accountable. 
Centralized  budgeting  and 
accountability  are  necessitated,  in  part, 
by  the  lack  of  timely  and  reliable  data 
from  mailing  locations  to  agency 
headquarters  where  penalty  mail 
sampling  and  envelope  inventory 
systems  are  used.  In  short,  decentralized 
budgeting  and  accountability  are  not 
feasible  with  sampling  systems. 

Implementation  of  direct 
accountability  will  provide  agencies  a 
timely  and  accurate  flow  of  data  on 
postage  charges  from  DMAS.  Data  from 
DMAS  will  permit  agencies  to  budget 
and  track  actual  costs  to  the  responsible 
organization  within  each  agency  and  to 
monitor  and  manage  the  use  of  penalty 
mail.  Alternatively,  agencies  may  assign 
postal  budgets  to  specific  mailing  units, 
and  use  the  data  from  DMAS  to  track 
performance.  In  addition,  each  mailing 
location  will  be  able  to  track  its  postage 
costs  daily  to  ensure  compliance  within 
budgeted  targets.  These  or  similar 
financial  control  processes,  which  are 
not  feasible  with  sampling,  will  be 
facilitated  by  direct  accountability. 

The  Postal  Service  recognizes  the 
additional  equipment  costs  for  agencies 
associated  with  direct  accountability, 
particularly  where  agencies  determine 
to  use  postage  meters.  However,  the 
Postal  Service  believes  the  experience 
of  the  105  agencies  (47  percent)  already 
totally  converted  to  direct 
accountability,  most  on  a  voluntary 
basis,  clearly  illustrates  that  conversion 
is  a  cost-effective  investment.  For 
example,  one  department  was  able  to 
reduce  its  total  postage  bill  by  over  nine 
percent  ($5  million)  during  a  6  year 
period  through  improved  mail 
management  and  greater  use  of 
discounted  services  that  were  facilitated 
by  the  voluntary  introduction  of  direct 
accountability. 

For  these  reasons,  the  Postal  Service 
proposes  to  eliminate  the  use  of 
sampling  methods,  including  the  use  of 
the  standard  penalty  indicia,  for  the 
determination  of  postage  on  penalty 
mail.  As  specibed  below,  this  will  result 
in  the  elimination  of  some  provisions  in 
section  137.2  to  137.5  of  the  Domestic 
Mail  Manual;  the  renumbering  of  others 
which  will  not  be  revised:  and  the 
revision  of  other  sedtions. 

The  nature  of  this  revision  requires  a 
number  of  minor  editbrial  changes 
throughout  section  137.2  to  137.5. 
Primarily,  segments  dealing  exclusively 
with  standard  penalty  indicia  have  been 
eliminated  from  the  Domestic  Mail 
Manual.  Their  elimination  resulted  in 
many  of  the  numbering  changes 


throughout  this  revision.  Also, 
elimination  of  the  standard  penalty 
indicia  requires  a  small  number  of  new 
segments  instructing  agencies  in  new 
accountability  procedures.  Finally,  since 
all  agencies  will  be  required  to  use 
direct  accountability  methodology,  there 
have  been  several  minor  administrative 
changes  included  in  the  body  of  this 
revision. 

In  summary,  the  Postal  Service 
believes  it  is  essential  to  place 
accountability  for  penalty  mail  on  a 
financially  responsible  basis  for  all 
agencies.  No  other  approach  is 
acceptable  for  a  segment  of  the  Federal 
budget  totaling  $1  billion  annually.  The 
methods  the  Postal  Service  proposes 
have  proved  themselves  in  many  years 
of  commercial  use  and  with  almost  half 
of  the  Federal  agencies  now  using  them 
exclusively.  The  benefits  include 
accurate,  timely,  and  verifiable  bills  and 
improved  mail  management  for  the 
Federal  government. 

Although  exempt  from  the  notice  and 
comment  provisions  of  the 
Administrative  Procedures  Act  (5  U.S.C. 
553  (b),  (c))  regarding  proposed 
rulemaking  by  39  U.S.C.  410(a).  the 
Postal  Service  invites  public  comments 
on  the  following  proposed  revisions  to 
the  Domestic  Mail  Manual,  which  is 
incorporated  by  reference  in  the  Code  of 
Federal  Regulations.  See  39  CFR  part 
111.1. 

List  of  Subjects  in  39  CFR  Part  111 

Postal  Service. 

PART  IIWAMENDED] 

1.  The  authority  citation  for  part  111 
continues  to  read  as  follows: 

Authority:  5  U.S.C.  552(a),  39  U.S.C.  101, 

401,  403,  404,  3001-3011,  3201-3219,  3403-3406. 
3621,  and  5001. 

2.  Part  137  of  the  Domestic  Mail 
Manual  is  revised  to  read  as  follows: 

a.  The  following  sections  and  exhibits 
are  deleted: 

I37.25le 

137.252d 

137.283c 

137.263c{l) 

137.263c(2) 

137.263c(3) 

137.283c(4) 

137.264a 

137.264b 

137.264c 

137.264g 

137.272 

137;272a 

137.272a(l) 

137.272a(2) 

Exhibit  137.272a(2) 

137.272a(2)(a) 

137.272a(2)(b) 

137.272a{2)(c) 

137.272b 


137.272b(l) 

137.272b(2) 

137.272b(3) 

137.272b(4) 

137.272c 

137.272d 

137.275c  ■  ; 

137.275e  • 

137.276a(5)  '  ’ 

137.276b 

137.276f 

137.276f(l) 

137.276f(2)  ■ 

137.276f(3) 

b.  The  following  sections  and  exhibits 
are  renumbered  but  not  revised: 


137.251e .  [former  137.251f]. 

137.25lf .  (former  137.251g). 

137.252d .  (former  137.252e]. 

137.252e .  (former  137.252f]. 

137.264a .  (former  137.264dj. 

137.264b . [former  137.264e). 

137.264c . (former  137.264f). 

137.264d .  (former  137.264h). 


Exhibit  137.272a..  (former  Exhibit 
i  137.272a(3)j. 

Exhibit  137.272b..  (former  Exhibit 
137.272a(4)l. 
Exhibit  137.272c ..  (former  Exhibit 
137.272a(5)). 


137.275c . .  (former  137.275d). 

137.275c(l); . '.....  [former  137.275d{l)l. 

Exhibit  (former  Exhibit 

137.275c(l).  137.275d(l)l. 

Exhibit  (former  Exhibit 

137.275c{2).  137.275d(2)). 

137.275d(2) .  (former  137.275f(2)). 

137.275d{3) .  [former  137.275f(3)l. 

137.275d(4) .  (former  137.275f(4)i. 

137.275d(5) .  [former  137.275f(5)l. 

137.275d(6) .  [former  137.275f(6)j. 

137.275e .  (former  137.275gl. 

137.275f .  [former  137.275h) 

137.275g .  [former  137.275i). 

137.276b . . (former  137.276cl. 

137.276c .  [former  137.276d). 

137.276d .  (former  137.276e). 

137.276e .  (former  137.27^), 

Exhibit  (former  Exhibit 

137.276e(2).  137.276g(2)l. 

137.276e{2)(a). .  [former  137.276g(2)(a)). 

137.276e(2)(b) .  [former  137.276g(2)(b)); 

137.276e{3) .  (former  137.276g(3)[,  . 

137.276e(3)(a) .  [former  137.276g!3)(al). 

137.276e{3)(b) .  (former  137.276g(3)(bll. 

137.276e(3)(c) .  (former  137.276g(3)(c)j. 

137.276e(3)(d) .  (former  137.27^(3)(d)). 

Exhibit  [former  Exhibit 

137.276e(3)(d).  137.276g(3){d)). 

137.278e(3)(e) . (former  137.27^(3)(e)). 

Exhibit  (former  Exhibit 

137.276e(3){el.  137.276g(3)(e)). 

137.276e{4)...... .  [former  137.27^(4)).  •  ’ 

137.276e(5) .  (former  137.276g(5)). 

137.276f .  (former  137.276hj. 

137.276f{l) .  [former  137.276h(l)). 

137.276f(2) . . (former  137.^6h{2)); 

137.276f{2Ka) .  [former  137.276h(2Ha)J. 

137.276f(2)(b) .  (former  137.276h(2)(b)l. 

137.276f(3)(a) .  (former  137.276h(3)(a)]. 

Exhibit  (former  Exhibit 

137.276f(3)(a).  137.276h(3)(a)l. 

137.276f(3)(b) .  (former  137.276h(3)(b)l. 
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Exhibit  (formerExhibit 

I37.276f(3)(b).  137^76h(3)(b)). 

t37^6f(4)  [former  137^eh(4)[. 

137^6f(4)(b)  ......  (former  137^76h(4Kb)[. 

137^76fl5) .... -  (former  137^76h(5)j. 

137.276f(9j .  (former  137^76h{9)j. 

137.276f(9)(a) .......  (former  137.27eh(9Ma)J. 

137.276f(9)(b) .  (former  137.276(9)(b}J. 

137.276f(10) . .  (former  137.276h(10)J. 

c.  The  following  provisions  will  be 
revised  as  follows: 

Part  137  Official  Mail 

'•  e  •  *  *  *  '  :  ' 

137.2  Penalty  Mall— Executive  and 
Judicial  Officere 
*  *  *  .«  *  .  . 

137.22  Collection  of  Postage  and  Fees 

Agencies  must  reimburse  the  Postal 
Service  the  equivalent  amount  of 
postage  and  fees  due  for  the  penalty 
mail  service  they  receive.  As  described 
in  137.27,  matter  sent  as  penalty  mail 
must  utilize  one  of  the  following  means 
to  ensure  the  accurate  assessment  of 
postage:  penalty  mail  postage  meters, 
penalty  mail  permit  imprint  arid  second- 
class  imprint,  penalty  mail  stamps, 
penalty  Business  Reply  Mail,  penalty 
Merchandise  Return,  and  penalty 
Express  Mail  Agency  Accounts. 
Instructions  governing  the  manner  of 
reimbursement  for  penalty  mail  service 
are  issued  and  administered  by  the 
General  Manager.  Official  and 
International  Mail  Accounting  Division 
(OIMAD),  at  Postal  Service 
Headquarters.  Agencies  authorized  to 
use  penalty  mail  and  any  contractors 
authorized  to  mail  for  them  must 
promptly  furnish,  in  the  manner  and 
form  requested,  all  information  the 
General  Manager  considers  necessary  to 
ensure  accurate  measurement  of  penalty 
mail  use  and  adequate  budgeting  for 
timely  payment. 

137.23  Prepayment  of  Postage  and  Fees 

Agencies  may  choose  to  prepay 
postage  by  using  regular  postage 
stamps,  commercial  postage  meters,  or 
any  other  mailing  methods  available  to 
private-sector  mailers,  in  addition  to  or 
instead  of  the  procedures  described  in 
137.27.  Mail  prepaid  in  this  manner  is 
not  penalty  mail  and  must  not  contain 
the  phrase  describing  the  penalty  for  its 
unlawful  use. 

137.24  Eligibility  for  Penalty  Mail 
Privileges 

***** 

137.242  Special  Users  of  Penalty  Mail 


137.242b.  State  Employment  Security 
Offices 

Ail  mail  prepared  in  accordance  with 
137.273  through  137.276  by  state 
employment  security  offices  cooperating 
with  the  U.S.  Department  of  Labor  may 
be  sent  as  penalty  mail. 
***** 

137.25  Authorizations 

137.251  General 

***** 

(Delete  137.251e;  renumber  current 
137.25lf-g  as  137.251e-f.l 

137.252  Agency  Authorization  Codes, 
Permit  Imprint  Numbers  and  BRM 
Permit  Numbers^ 

Agency  Authorization  Codes,  Permit 
Imprint  Numbers,  and  BRM  Permit 
Numbers  are  assigned  to  authorized 
penalty  mail  users  by  the  General 
Manager,  OIMAD.  These  numbers  are 
valid  at  any  post  office,  and  post  offices 
must  not  assign  local  numbers  for  use  on 
penalty  mail.  The  codes  and  numbers 
assigned  to  each  agency  authorized  to 
use  penalty  mail  are  listed  in  exhibit 
137.251a.  (Bold  type  reflects  changes 
effected  since  the  preceding  issue  of  the 
Domestic  Mail  Manual.) 
***** 

[Delete  137.252d;  renumber  current , 
137.252e-f  as  137.252d-€.J  ,  : 

***** 

137.26  Services,  Classes,  Rates,  and 
Preparation  Requirements 

***** 

137.262  Forwarding,  Return,  and 
Address-Correction  Services 

Penalty  mail  on  which  forwarding, 
return,  or  address-correction  service  has 
been  requested  must  be  given  that 
service  and  rated  for  billing  of  postage 
due  through  OMAS.  Post  offices  must 
provide  agencies  with  a  Form  3582-A,  as 
a  record  of  forwarding,  return  and 
address  correction  charges  and  must 
report  amounts  due  each  accounting 
period  on  Form  3638-G.  Summary  totals 
are  included  in  quarterly  OMAS  reports 
sent  to  each  agency. 

137.263  Mail  Preparation 

137.263a.  General 

*  *  *  *  *  ' 

(5)  Endorsements.  All  penalty  mail 
must  bear  the  proper  endorsement  for 
the  class  or  rate  at  which  it  is  mailed. 
(See  the  requirements  for  the  individual 
classes  of  mail:  121.44, 137.264,  and 
chapter  9  for  special  service 
endorsements;  and  137.274b  for  penalty 
permit  imprint  endorsements.) 


137.263b.  Discounted  Rate  Mailings 

(1)  Penalty  Indicia  Formats. 

Discounted  rate  mailings  sent  as  penalty 
mail  (mailings  of  any  class  entitled  to  a 
reduced  rate  based  on  presort, 
automation  compatibility,  walk¬ 
sequencing.  or  destination  entry)  must 
be  prepared  using  either  penalty  postage 
meters  or  penalty  permit  imprints  (see 
137.273  and  137.274)  or,  for  second-class 
mail,  the  penalty  second-class  imprint 
(137.277a). 

*  *  '  *  *  * 

(Delete  137.263c  &  137.263c(l)-(4).) 

137.264  Special  Services 

Penalty  mail  may  be  endorsed  to 
indicate  a  special  service  and  is  given 
the  indicated  service  without 
prepayment  of  postage  and  fees,  with 
the  following  exceptions: 

(Delete  137.264a.  b.  c,  and  g;  renumber 
current  137.264d-f  and  h  as  137.264a-d.) 
***** 

137.265  Shortpaid' and  Unpaid  Mail 

The  procedures  in  146  for  handling 
shortpaid  and  unpaid  mail  apply  to 
penalty  mail,  with  the  following 
exceptions: 

***** 

b.  Postage  due  for  shortpaid  mail,  as 
well  as  for  unpaid  mail  received  in 
accordance  with  137.4,  is  charged  to  the 
receiving  agency  through  OMAS.  Post 
offices  will  provide  agencies  with  a 
Form  3582-A,  as  a  record  of  postage  due 
mail  to  be  charged  and  must  report 
amounts  due  each  accounting  period  on 
Form  3638-G.  Summary  totals  are 
included  in  quarterly  OMAS  reports 
sent  to  each  agency. 
***** 

137.267  Mailing  List  Services 

Agencies  may  obtain  mailing  list 
services  outlined  in  945  and  be  billed 
through  OMAS.  Charges  for  these 
services  are  reported  by  the  providing 
office  on  Form  3638-G  and  are  included 
in  OMAS  postage  due  charges  for  the 
quarter  the  service  was  provided. 

137.27  Penalty  Mail  Indicia  Formats 
137.271  General 

a.  Formats  and  Methods.  There  are 
five  separate  formats  and  methods  of 
mailing  penalty  mail:  (1)  Penalty  postage 
meters,  (2).  penalty  permit  imprint,  (3) 
penalty  mail  stamps.  (4)  penalty  second- 
class  imprint,  and  (5)  penalty  reply  mail. 
In  addition,  there  are  special  procedures 
for  penalty  Express  Mail  and  use  of 
INTELPOST  services. 

Note:  The  standard  penalty  indicia  format 
(see  Exhibit  137.271a]  iS  NOT  an  acceptable 
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method  Im  making  potaky  Boatk  1  used  lijr 
penalty  mailers,  any  articles  deposited  using 
this  format  are  treated  as  unpaid' mail'. 

Eiihibit  1l3T.Z7Ta  is  toi  be- used' only- as  a 
reference-. 

[Renumber  cucrenr  exhibit  137,27aa[l>  mm 
exhibUrl37/,271a.]: 

137.27Tb:  Rfems  Carried  Outside  the  ir.S. 
Mail' 

All  penalty  mail  matter  ntuafc  conform 
to  the  requirements  described  in  137.273 
through  137.277.  Envelopes  and  labels 
prepared  according  to-  these 
requirements  may  be  used  only  to 
transmit  penalty  mail,  and  must  not  be 
used  on.  itams  carried  outside  the  tJ.S, 
Mail,  except: 

*  *  *  *  # 

137.271c.  Postage  Prepaid 

AgeiRy-mail  not  sent  by  penalty 
methodsas  provided  in  137.273  through 
137.277  must  have  postage  prepaid  in 
accordance  with  137.23. 

[Delete  current  title  of  137.272 — 
“Standard  Penalty  hidicia’*.  Delete 
137.272a:  driete  137.272a{l)  and  137.272a 
(2)  (aHc):  delete  exhibit  137.272aCZ); 
renumber  current  exhibits  137.27Za  (3)- 
(5)  as  exhibits  137.272  a-c:  delete 
137.272b- renumber  current 
137.272b^  as  137.272t  delete  137.272c 
and'l3T.272d.] 

137.272  former  137.272b{5)l  Postal 
Service  Mail 

Postal!  Service  penalty  mail  must  haye 
preprinted  in  the  upper  left  comer,  (a) 
the  name  and  complete  return  address 
(mailing  address,  including  ZIP+4 
Code)  of  the  postal  facility,  (blthe 
words  “OFnCIAL  BUSINESS."  and  (c) 
the  Postal  Service  symbol  immediatriy 
to  the  left  of  the  return  address.  In  the 
lower  left  hand  comer,  the  CWympic 
rings  nnist  appear  outside  the  OCR  read 
area,  centered  below  the  horizontal  bar 
of  the  postal  symbef  in  the  upper  left 
hand  comer.  In  the  upper  right  comer, 
the  postal  ihxficium  must  appear  widi 
the  penalty  statement  to  its  left.  A  facing 
identification  mack  (F1M1  pattern  B  must 
appear  on  letter-size  mail  (see  Exhibit 
137.272a).  except  prebarcoded  ZIP-i-4 
letter-size  mail,  xAieh  must  carry  a  FIM 
pattern  C  (see  137.272c)i  The  Postal 
Service  may  (fistribute  penalty 
envelopes,  cards,  earhms,  and  labels 
preadihesaed-  to  die  Postal  Service  for 
use  by  persons  or  organizations  fixrm 
whom  or  through  whom  official  mail  is 
desired  (see  T37.272h)i 

137.273  Penalty  Meters 

*  *  *  •  * 


137.273c:.  Meter  kidiciuRC  focmat 

Special  penalty  mail  meter  stamp 
designs  preasribed  ter  metered  penalty 
mail  in  1444d.b  must  be  placed  in  the. 
upper  right  corner  of  the  mailpieces. 
Envelopire^  used  with  a  penalty  postage 
meter  must  not  contain  piinting,  ether 
than  the  meter  indicium,  in  the  area- 
where  the  meter  stamp  will  be  applied. 
The  complete  return  address  (agency 
name  and  mailing  address)  must  appear 
in  the  upper  left  comer  of  each 
mailpiece.  The  preprinted  words. 
“Official  Business.”  must  appear 
immediately  below  the  return  address. 


137.273).  Mailings 

Penalty  meter  imprints  should 
indicate  the.  correct  postage,,  including 
any  applicable  special  service  or 
surcharge  for  the  class  and  weight  of  the 
mailpiece.  Penalty  metered  mail  with 
insufficient  postage  imprinted  must  be 
handled  in  accordance  with  14B.13i.  If 
envelopes  and  labels  designed  ter 
penalty  meter  use  are  found  in  the  mail 
without  a  penalty  meter  stamp,,  they 
must  be  handled  in  accordance  with 
146.12. 


137.274  Penalty  Permit  Imprint  Mail 

137.274a.  Application 
***** 

137.274b.  Indicium  Retirements 

The  penalty  permit  imi»int  indicium 
must  appear  in  a  rectangular  box  in  the 
upper  right  comer  of  the  mailpiece.  The 
penalty  pennit  intprite  indicium  must 
include  the  words  “Postage  and  Fees 
Paid,"  the  agency  name,  and  the 
agency’s  assigned  penalty  pennit 
imprint  number  in  exhibit  137.251a.  or 
another  penalty  pennit  imprint  number 
authoriz^'  by  die  General  Manager, 
QIMAD.  The  pennit  number  must 
always  be.  preceded  by  the  letter  “GJ'  In 
addition,  the  class  of  mail  or  appropriate 
rate  endorsement  must  appear  either  as 
the  first  item,  within  the  permit  knprint 
(the  preferred  position)  or  immediately 
below  or  to  the  left  of  the  permit  imprint 
(Rate  endorsements  for  certain  rate 
categories  may  also  appear  directly 
above  the  top  line  of  the  address;  see 
the  requirements  for  the  individual 
classes  of  mail.)  The  city  of  mailing, 
amount  of  postage,  and  weight  of  foe 
piece  may  be  iheteded  within  the  permit 
imprint  but  are  not  required.  First-C^ss 
penalty  pennit  imprints  may  also  show 
the  date.  Examples  of  the  penalty  pennit 
imprint  indicium  are  provhled  in  145.42 
b,  c,  and-  d.  The  complete  return  achiress 
(agency  name  and  mailing  address) 
must  appear  in  the  upper  left  comer.  The 


preprinted  words  “Official  Business!" 
and  “Penalty  ter  Private  Usa,  $300”  must 
appear  imn^iatelybeloEw  the-retum 
address.  The  penalty  statement  must  not 
be  handwritten  or  typewritten. 

137.274c:  Mailings 
*  *  «»  .  *•  «- 

137.275  Penalty  Mail  Stamps 

a.  Use.  Penalty  mail  stamps,  may  be 
used  by  agencies  to  pay  postage  where 
penalty  mail  meters  are  not  available. 

(Delete  137.275c:  renumber  current 
137.275d  as  137.275c;  renumber  current 
137.275d  flH27  as  T37;275c  fr)H^‘. 
renumber  current  exhibits  T^.275d(l-)^ 
and  137.275d(2)  as  exhibits  137.275c{l) 
and  137.275c(2).l 

137.275c.  [Former  137.275d]  Format 

137.Z75C(1T  [Former  137.275d(l)] 
Adhesive  Stamps 

Penalty  mail  adhesive  stamps  must  be 
firmly  affixed  in  the  vqiper  ri^t  comer 
of  the  address  side  of  the  mailpiece.  The 
complete  return  address  of  the 
Government  agency  (agency  name  and 
mailu^  address),  mu^  appear  in  the 
upper  left  comer  of  the  address  side  ef 
the  mailpiece.  The  preprinted  words 
“Official  Business"  must  appear 
immediately  below  the  return:  address 
(see  exhibit  137.275c(l)). 

137.275c(2)  [Former  137.275d(2)] 
Stamped  Stationery 

The  conqilete  return  adfhess.  of  the 
Government  agency  (agency  name  and 
mailing,  address);  must  appear  in  the 
upper  left  comer  of  the  address  side  of 
the  mailpiece.  The  preprinted  words 
“Official  Business”  and  “Penalty  for 
Private  Use  $300“  must  appear 
immediatd.y  below  the  return  address 
(see  exhibit  137.27542))^ 

[Delete  current  Note  immediately  after 
137.275d(2).] 

[Delete  137.275e;  renumber  current 
137.275r as  137.275d:  renumber  current 
137.275f{lH«)  as  T37.275d(l)-{6).1 

137.275d.  (Former  137.275fl  Ordering 
Procedures 

Departments  and  agencies  authorized 
in  ExhibtC  W.2Sla  to  use  penalty  mail 
may  order  penalty  mail  stamps  as 
follows: 

137.275d(l)  (Former  137.275f(l)l 

Orders  ter  penalty  mail  stamp  stock 
other  than  personalized  envelopes  must 
be  submitted  to  the  stamp  distribution 
office  (SDO)  serving  the  ZIP  Code  area 
to  which  the  stamp  stock  is  to  be 
shipped  oil  a  properly  completed  Fotm 
17-0.  More  specific  information  on 
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ordering  penalty  mail  stamps  is 
available  from  Publication  350,  How  to 
Order  and  Use  Penalty  Mail  Stamps  and 
Postal  Stationery.  Orders  for 
personalized  envelopes  must  be 
submitted  on  Form  17-J,  to  the  Stamped 
Envelope  Unit,  U.S.  Postal  Service  (for 
address,  see  address  list  in  Appendices). 
[Renumber  current  137.275g-i  as 
137.275e-g.] 

*  *  *  «  • 

137.276  Penalty  Reply  Mail 

a.  Restriction  to  Approved  Formats. 
Agencies  may  distribute  penalty 
envelopes,  cards,  cartons,  or  labels  to 
any  person,  concern,  or  organization 
from  whom  or  through  whom  official 
matter  is  desired  by: 

(1)  Using  the  penalty  business  reply 
format  provided  by  137.276e. 

(2)  Using  the  penalty  metered  reply 
format  provided  by  137.276c. 

(3)  Affixing  penalty  mail  adhesive 
stamps  or  using  penalty  mail  stamped 
stationery  as  provided  in  137.276rf. 

(4)  Using  the  penalty  merchandise 
return  label  as  provided  in  137.276/. 
[Delete  137.276a[5);  delete  137.276b; 
renumber  current  137.276c  as  137.276b: 
renumber  current  137.276d  as  137.276c; 
renumber  137.276e  as  137.276d;  delete 
137.276f;  delete  137.276f[lH3);  renumber 
current  137.276g  as  137.276e.J 

137.276e.  [Former  137.276g]  Penalty 
Business  Reply 

[Renumber  current  137.276g[l)-[5)  as 
137.276e[l)-[5);  renumber  current 
exhibits  137.276g[2),  137.276g[3)d,  and 
137.276g[3)[e)  as  exhibits  137.276e[2), 
137.276e[3)[d),  and  137.276e[3)[e).] 

[1)  General 

(a)  BRM  Account.  The  agency 
indicates  it  wishes  to  establish  a  BRM 
account  at  a  post  office  and  is  billed  an 
annual  BRM  accoimting  fee  through 
DMAS.  The  appropriate  postage  and  a 
handling  fee  for  each  piece  of  BRM 
retiuned  is  reported  by  post  offices  on 
Form  3630-G,  and  the  agency  is  billed 
through  OMAS.  This  option  minimizes 
the  postage  charges  when  the  returned 
BRM  volume  is  high  and  must  be  used 
when  agencies  use  the  Business  Reply 
Mail  Accounting  System  [BRMAS)  as 
provided  in  917.14. 

[b)  Postage-Due  Account.  When  an 
agency  indicates  it  does  not  wish  to 
establish  a  BRM  account,  payment  is 
handled  through  a  penalty  mail  postage- 
due  accoimt.  In  this  case,  no  annual  fee 
is  required  but  a  higher  handling  fee  per 
piece  is  charged.  Postage  and  a  handling 
fee  for  each  piece  of  BRM  returned  is 
reported  on  Form  3638-G  and  the 
agency  is  billed  through  OMAS.  This 
option  minimizes  the  postage  charges 


when  lower  volumes  of  BRM  are 
returned. 

***** 

137.276e[5)  [Former  137.276g[5)l  Paying 
BRM  Postage  and  Fees 

***** 

137.276e[5)[b)  [Former  137.276g[5)[b)) 
Postage-Due  Accoimt  Option 

Under  this  option,  the  delivering  post 
office  must  submit  Form  3582-A  to  serve 
as  a  record  of  postage  and  fees  due  for 
returned  BRM.  Each  accounting  period, 
post  offices  must  report  summary 
postage-due  account  activity  through 
OMAS.  Postage  activity  under  this 
option  is  included  in  a  quarterly  OMAS 
report  as  postage-due  charges.  It  does 
not  appear  under  BRM  postage. 

137.276f.  [Former  137.276h]  Penalty 
Merchandise  Return 

*  *  *  *  *  ' 

[2)  Application 

***** 

137.276f[2)[c)  [Former  137.276h[2)[c)l 

The  agency  must  renew  the  license  by 
the  expiration  date  of  the  permit  by 
provic^g  the  post  office  with  a  renewal 
request  letter  that  contains  up-to-date 
local  contact  information  for  the  agency. 

137.276f(3)  [Former  137.276h[3)]  Label 
Format 

The  one-part  merchandise  return 
labels  available  for  use  by  Federal 
Government  agencies  must  bear  the 
address  of  one  of  the  authorized 
agencies  listed  in  exhibit  137.251a  or  one 
of  their  components.  See  exhibit 
137.276f[3)[a)  for  the  format  required 
when  no  special  services  are  requested 
or  when  insurance  and/or  special 
handling  are  requested  and  exhibit 
137.276f[3)[b)  when  registered  service 
without  postal  insurance  is  requested. 
The  label  must  be  printed  in  the  format 
required  by  919.5,  with  the  following 
exceptions: 

[Renumber  current  exhibits 
137.276h[3)[a)  and  137.276h[3)[b)  as 
137.276f[3)[a)  and  137.276f[3)[b).] 

***** 

137.276f[4)  [Former  137.276h[4))  Special 
Services — Insurance 

137.276f[4)[a)  [Former  137.276h[4)[a)J 

Only  the  permit  holder  may  request 
that  the  mailpiece  be  insured.  In  order  to 
do  so,  the  permit  holder  must  preprint 
the  endorsement  specihed  in 
137.276f[4)[c). 

***** 


137.276f[4)[c)  [Former  137.276h[4)[c)] 

The  format  in  exhibit  137.276f[3)[a) 
must  be  used  for  the  merchandise  return 
label.  To  request  insurance,  the  agency 
must  preprint  the  following  endorsement 
to  the  left  of  and  above  the 
“Merchandise  Return  Label”  legend  and 
below  the  ‘Total  Postage  and  Fees  Due” 
statement: 

Insurance  Desired  by  Permit  Holder  for 
$ _ (value) 

The  value  portion  of  the  endorsement 
($100  or  less)  may  be  handwritten  by  the 
permit  holder.  The  permit  holder  must 
indicate  the  specific  dollar  amount  of 
insurance  applicable  to  the  article  in  the 
value  portion  of  the  endorsement. 

137.276f[5)  [Former  137.276h[5))  Special 
Services — ^Registered  Mail 

137.276f[5)[a)  [Former  137.276h[5)[a)) 

Only  the  permit  holder  may  request 
registered  mail  service.  In  order  to  do  so, 
the  permit  holder  must  preprint  the 
endorsement  required  in  137.276f[5)[c). 
Registered  mail  service  may  be  obtained 
only  on  articles  returned  at  First-Class 
or  Priority  Mail  rates. 

137.276f[5)[b)  [Former  137.276h[5)[b)] 

Only  registered  mail  service  without 
postal  insurance  is  available  under 
penalty  mail  merchandise  return 
procedures.  Agencies  desiring  to  register 
merchandise  return  articles  with  postal 
insurance  must  follow  the  procedures  in 
919  and  pay  postage  and  fees  through  an 
advance  deposit  account. 

137.276f[5)[c)  [Former  137.276h[5)[c)) 

When  registered  mail  service  is 
requested  for  single-piece  First-Class 
[including  Priority)  Mail,  no  other 
special  service  may  be  obtained.  The 
format  in  exhibit  137.276f[3)[b)  must  be 
used  for  the  merchandise  return  label. 
The  following  endorsement  must  be 
preprinted  to  the  left  of  and  above  the 
“Merchandise  Return  Label”  legend  and 
below  the  ‘Total  Postage  and  Fees  Due” 
statement: 

Registered  Mail  Service  Without  Postal 
Insurance  Desired  by  Permit  Holder 

137.276f[6)  [Former  137J176h(8))  Special 
Services— Special  Handling 

Only  the  permit  holder  may  request  that 
the  mailpiece  receive  special  handling.  The 
format  in  exhibit  137.276f(3)(a)  must  be  used 
for  the  merchandise  return  label.  Third-  or 
fourth-class  items  requiring  special  handling 
[see  919.41)  must  have  the  following 
endorsement  preprinted  or  rubber-stamped  to 
the  left  of  and  above  the  "Merchandise 
Return  Label”  legend  and  below  the  ‘Total 
Postage  and  Pees  Due”  statement: 
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Special  HaxuUing  Desired  Permit  Holder 
137.276£(7)  [Fonner  137.276h(7)], 

Combining:  Special  Services.  Thicd- 
and  fourth-class  parcels  may  be  insured 
and  leceive  special  handling  if  the 
mailer  so  desires  and  preprints  or 
rubber-stamps  the  appropriate 
endorsements  and  markings  fior  both 
special  services  as  required  in  137.276f 
(4)  and  (6). 

137.276f(8)  [Former  137.276h{8))  Payment 
of  Postage  and  Fees- 

137:27^ (61(a)  (Former  137.270h(6)(a)] 

Agencies  are  charged  the  annual 
merchandise  return  permit  fee  for  eetch 
post  office  to  which  merchandise  return 
matter  is  returned 

137.27Bf(8)(b)  (Former  137.276h(8)(b)] 

The  amount  to  be  paid  for  penalty 
mail  merchandise  return  matter  is  the 
appropriate 'postage  for  the  class  of 
service  requested,  plus  the  transaction 
fee  prescribed  in  919,  for  each  returned 
item.  The  registered  fee,  special 
handling  fee,  or  insurance  fee  is 
additional  where  applicable. 

137.276f(8)(c)  [Former  137.278h(8)(c)] 

Postage  and  fees,  including  the  minual 
permit  fee,  will  be  billed  through  OMAS 
on  Form  3039-G. 

137.276f(9)  (Former  137.27^(9)] 

Cancellation  of  Permit.  A  permit  may 
be  canceled  by  the  General  Manager, 
OiMAD,  for  any  violation  of  postal 
regulahons,  including,  but  not  limited  to: 
*  *  « 

137.27ef(«)(e)  (Fonner  137.276h(9)(c)( 

Failure  to  renew  permit  in  accordance 
with  137.27ef[2)(c). 

*  *  •  ib  «. 

137.277  Procedures  far  Other 
Categories  of  Penalty  Mail 

a.  Penalty  Second-Class  Mail 

*  *  #  «r  * 


137.277b..  Penalty  Expsess  Mail 

,  Agencies  have  the  same  service  and 
contract  options  as  other  mailers  when 
sending  penalty  Express  Mail.  A 
description  of  the  available  services  la 
contained  in  chapter  2.  The  procedures 
for  preparing  penalty  Express  Mail 
service.  £ire  explained  in  Handbook  DM- 
201,  Express  Mail  Service,  section  620, 
Federal  Government  Agency  Use  of 
Express  Mcul  Service.  Postmeistaa 
should  be  consulted  before  the  start  of 
service.  Express  Mail  may  be  sent  using 
penalty  postage  meters,  penalty  mail 
stamps,  or  Express  Mail  Agency 
Accounts.  Agencies  desiring  to  use 
Express  Mail  Agency  Accounts  must 
request  authorization  from,  the  General 
Manager,  OIMAD. 

Note:  Agencies  may  also  prepay  postage 
for  Express  Mail  (i.e.,  not  use  penalty  mail 
procedures)  in  accordance  with  137.23. 
***** 

137.28  Contractors 

137.281  Reimbursement 

Agencies  authorized  in  exhibit 
137.251a  to  use  penalty  mail  may 
authorize  contractors  to  mail  for  them 
and  must  reimburse  the  Postal  Service 
for  contractor  use  of  penally  mail 
services.  Agencies  must  promptly 
furnish,  in  Ae  manner  and  form 
requested,  all  information  concerning 
contractor  use  of  penalty  mail  services 
which  the  General  Manager,  OIMAD, 
considers,  necessary  to  ensure  accmate 
reimbursement  to  the  Postal  ^rvice. 

137.282  Use  of  Penalty  Indicia  Formats 

Contiiactor  maiUngs  must  meet  the 
following  requirements: 

*  *-  *>  *- 

137.2B2d.  Express  Mail  must  be 
prepared  with  penalty  postage  meters, 
penalty  mail  stamps,  or  Express  Mail 
Agency  Accounts  as  described  in 
137.277b. 


137.4  Geneitd  Instructions 

These  instructions  apply  hrallofRcial 
mail'. 

137.41  Suspected  Improper  Use  of 
Official  Mail 

Except  as  provided  in  115.3  and 
137.2B3b(5),  official  mail  must  not  bo- 
detained,  even  though  there  are 
indications  that  it  is  not  eligible  to*  be 
sent  as  official  mail.  It  must  be  promptly 
dispatched  and  delivered  to  the 
addressee.  Reports  of  indicated  abuses 
or  questionable  use  must  he  submitted 
to  the  appropriate  rates  and 
classification  center.  The  rates  and 
classification  center  will  refer  instances 
of  abuse  to  the  affected  agency  for 
investigation  and  appropriate  action. 

* 

137.5  Postage-Due  Mail  for  Military 
Units  Engaged  in  Hostile  Operations 

***.*•  *i 

137.53  Collection  of  Postage 

During,  periods  authorized  in 
accordance  with  137.42,  post  offices 
collect  postage  from  the  addressee  for 
all  mail  bearing  the  special  postage-due 
endorsement  in  e3chibit  137.41.  Compute 
postage  due  based  on.  the  class 
endorsement  on  each  piece  or,  if  no 
class  endorsement  is  provided,  First- 
Class  rates  are  charged,  except  that 
unendorsed  mail  weighing  16  ounces  or 
over  is  treated  and  charged  as  fourth- 
class  parcel  post  Government  agencies 
using  penalty  mail  are  billed  for  this 
postage  due  as  described  in  137.265b, 
Other  addressees  must  pay  in  cash  or 
postage-due  advance  deposit  accounts 
in  accordance  with  146. 

An  appropriate  amendment  to  39  CFR 
111.3  to  reflect  these  changes  will  be 
published  if  the  proposal  is  adopted. 
Stanley  F.  Mires, 

Assistant  General  Counsel,  Legislative 
Division. 
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